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Abstract 
This paper, the neoclassical model of labour supply has been used to investigate the labour force 
participation and the probability of being employed for the case of Bangladesh. To our knowledge, 
this represents one of the first detailed studies of labour force participation for Bangladesh and 
one of the few that exist for transition countries. The dataset was obtained from the Household 
Survey in Sylhet Division in Bangladesh during the period January to June 2004. The models have 
been estimated using Probit estimation method, separately for males and females. The findings 
suggest that remittances, as an important source of non-labour income, do not affect the labour 
force participation in any of the originally specified models. Among the most important are the 
education variables which are highly significant and positive with regard to probability of being 
active and employed. One of the main findings is that as the number of unemployed adult’s 
increases this decreases both the probability of being active and employed for males and females. 
Conclusively, the findings of this paper are largely in line with the theoretical framework and the 
literature with the exception of the remittances flow. Further research may be required to 
investigate the impact of remittances. Specifically, for Bangladesh, in such future research it may 
not be as important to investigate this from the viewpoint of hours of work as much as to have 
individual data with detailed income from both labour and non-labour sources.  
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1.1 STUDY BACKGROUND 
With the growing number of migrants 
worldwide, the body of the research on 
migration and remittances issues has also 
increased. However, for the case of 
Bangladesh and transition countries, 
literature is relatively scarce. In this context, 
this paper aims at investigating the impact of 
remittances on the labour market in 
Bangladesh, particularly, their impact on the 
labour supply of individuals. This is because 
remittances are often discussed as one of the 
main factors driving down the labour force 
participation for the recipient individuals in 
many countries. However, despite being a 
frequently discussed topic, surprisingly, the 
implication of remittances on labour supply 
is not thoroughly researched empirically in 
the literature. Given the apparent lack of 
research, it appears that the debate is based 
on anecdotal evidence. Such discussion 
seems to have been driven by the viewpoint 
of the standard neoclassical model which 
posits that an increase of non-labour income 
decreases the labour supply as a result of 
increased reservation wage and the 
preference of leisure against work by the 
individuals. 
Despite being a relatively unexplored area, 
the investigations of labour supply in the 
literature related to migration and remittances 
uses the standard approach, which is the 
neoclassical labour supply model, i.e. the 
leisure-work trade-off model. Extending this 
model to include migrants’ remittances 
appears to have two main implications. 
Firstly, the non-labour income increases, 
sometimes substantially, in these models 
under the presence of remittances; and 
secondly, the remittance recipient households 
change their behaviour in the presence of 
remittances. The application of the 
neoclassical model was often perceived to be 
the appropriate method given that 
remittances are a form of nonwage income. 
In this context, amongst the main studies in 
the area of remittances and labour market are 
Rodriguez and Tiogson (2001), Funkhouser 
(1992).   
Alternative models exist in the economics 
literature, such as the search theory model, 
which is developed on the basis of the 
neoclassical model, but having as a distinct 
feature the reservation wage and hence the 
unemployment duration. However, with 
regard to remittances, search models are 
largely absent in the literature and it appears 
that the lack of data might have driven this 
outcome. Furthermore, studies using the 
segmented labour market approach (Mannan 
& Kozlov 2003), which differentiates the so-
called good jobs, often considered those with 
high salaries and other benefits, and the bad 
jobs, those with low salaries and often 
undesired, are also absent from the 
remittance literature. However, similar to the 
search theory, a lack of data seems to be a 
major problem for the labour markets in 
developing countries, hence, allowing only 
for the neoclassical model to be 
implemented. 
In this context of Bangladesh, it is only the 
neoclassical approach and developments 
from it that could be investigated given the 
lack of data. In this paper, in addition to the 
investigation of the impact of remittances on 
labour supply, we make a clear distinction in 
the neoclassical model between the 
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probability of being active and the 
probability of being employed, which often 
tends to be unclear in the literature. 
Regarding the other models, their 
application, for example of search theory, 
may not be as relevant in Bangladesh 
compared to the developed countries. This is 
because Bangladesh faces substantial 
constraints in terms of job availability. In this 
context, many do not participate or work part 
time because of the lack of opportunity while 
frictional unemployment or a search for 
better opportunities is of lesser importance. 
Although often considered as one of the most 
developed theories in economics, the labour 
market changes in the presence of 
remittances is not vastly researched. For this 
reason, this paper is initiated with a review of 
the literature in which attempts to identify the 
approach that literature has used with regard 
to remittances and their implications for the 
labour market. 
1.2 THEORETICAL BACKGROUND 
The models explaining the labour force 
participation are largely based on 
neoclassical theory. The approach in the 
empirical literature has been that the theory 
has been extended with various factors that 
could affect the participation in the labour 
market. Such factors included households’ 
characteristics such as investment in 
education, gender differences and decision to 
have and to invest in children’s education. 
Neoclassical theory, being the starting point 
for labour force participation (LFP) analysis, 
considers leisure as a normal good and 
suggests that the utility function for 
individuals is dependent on the leisure-work 
trade-off. The market wage (Mw) gives the 
slope of the budget constraint and if the 
benefits of working exceed the cost in terms 
of lost leisure individuals will participate in 
the labour market. Given that leisure is 
considered as a normal good, the following 
function for the utility, subject to the budget 
constraint and time constraint, is presented: 
Max Ut=Ut (C, Hl ׀ As, ε) subject to Tt=Hl+Wh 
and C=Mw Wh ……..(i) 
Where (Ut) represents the utility of the 
individual dependent on consumption (C) 
and the hours of leisure (Hl) and (As) personal 
observable characteristics which may 
indicate aspirations, while the unobservable 
characteristics such as tastes or home 
production is represented by the error term 
(ɛ). (Tt) is the total time available, equal to 
leisure (Hl) and hours of work (Wh) and the 
goods consumed or income (C) subject to 
working hours (Wh) and the wage rate (Mw) 
(Mincer 1962; Blundell & MaCurdy 1999; 
Rodriguez & Tingson 2001). 
Several theoretical models have been 
developed and the mainly differ by the unit of 
analysis: the household or the individual. The 
standard unitary model treats the household 
as a single decision making body (Blundell & 
MaCurdy 1999). Given the assumption that 
the individual utility can be also represented 
at household level, for example as a result of 
income pooling, a common approach in the 
literature is to consider that the same 
principles can be assumed for household 
level analysis as for the individual (Mincer 
1962). The main assumption in this context is 
that the household members maximize a joint 
utility function and through this, the 
household is considered as a single headed 
nucleus, with choices and preferences being 
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collective (Rodriguez & Tingson 2001). 
However, an alternative theoretical 
framework, known as the collective model, is 
oriented towards the identification of the 
effect of individual preferences on collective 
choices (Alderman et al. 1995). The 
collective utility and budget constraint 
models are in many respects similar to the 
unitary models, with the difference being in 
most of the cases only in the decision-making 
rules (Mattila-Wiro 1999). In this context, 
there are two widely discussed models of 
intra-household behaviour models, namely, 
the efficient cooperative models and the 
bargaining models. The efficient cooperative 
models view household decisions as 
efficient, however, where a gain of one 
household member over the cost to the other 
member is based on agreed sharing rule. 
The bargaining models are those developed 
in the manner of the game theoretic approach. 
In these models individuals within the 
household cooperate in order to improve the 
position compared to the situation where 
these individuals do not cooperate. It must be 
noted that both the efficient cooperation and 
bargaining models allow for individual utility 
functions and individual budget constraints. 
However, in most of the cases and especially 
for developing countries, the application of 
such models in applied work is not possible 
given the lack of detailed data on the 
decision-making process and the intra-
household behaviour (Mattila-Wiro 1999). 
Consequently, the collective view models are 
identical to the unitary models, with the only 
difference being on the assumption that 
different decision making rules are 
implemented in the collective view. In the 
collective model it is assumed that the 
household is run by a benevolent dictator and 
aims for a maximization of a joint utility 
function subject to the budget constraint in 
the household (Killingsworth & Heckman 
1987; Mattila-Wiro 1999). 
In the literature it is often labour supply 
participation that is analysed instead of the 
hours of work. Although neoclassical theory 
is built on the supply of labour measured by 
hours of work, the same thematic principles 
are used when investigating the participation 
decision (Funkhouser 1992; Rodriguez & 
Tiogson 2001). The implications of such an 
approach are that the same independent 
variables are important for the decision to 
work, though the effect of the variables may 
be of different magnitudes compared to their 
effect on hours of work. The use of the 
participation decision instead of hours of 
work, in most of the cases, is because of the 
lack of data for the hours of work, especially 
in developing economies. Consequently, the 
use of dummy dependent variable, 
accounting for participation decision, is used. 
The economics literature has focused to a 
large extent on gender differences in labour 
supply. There are various explanations 
provided for this distinction, such as the 
difference in tastes between men and women. 
In the seminal work of Becker (1985), it is 
suggested that the availability of gender-
specific time-allocation options for females is 
one of the factors which strongly affects their 
labour supply. Those options for females are 
often related to the child rearing but also 
goods and services produced at home by 
females, or the so-called household work, 
which is an extension to the classical family 
utility model. Furthermore, the distinct 
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analysis in terms of gender is often related to 
the discrimination in terms of employment 
but also wage differences between males and 
females, the latter being lower on average. 
Being subject to discrimination, which has 
been emphasized in developed countries 
(Wright & Ermisch 1991; Ainger & Cain 
1977), makes females’ decision to not 
participate more frequent, known as the 
discouraged worker effect, given the 
increased likelihood of lack of success in 
finding a job or as a result of low returns from 
work. This could be more important in 
developing countries which are often 
characterized with very low participation 
rates, particularly for women, which may be 
a consequence of the discouraged worker 
effect, resulting from high unemployment 
rates. 
Search theory evolved from the viewpoint 
that in the economy most individuals search 
for a job if they want to improve their labour 
market position. However, according to the 
search theory, this process involves costs, 
mostly considered in terms of the time spent 
searching for a job (Gorter & Gorter 1993; 
Mortensen 1987). The essential concept in 
the job search theory has become the 
reservation wage, which is the minimum 
wage that an unemployed worker would 
accept to work (Burdett & Vishawanath 
1988). The concept of the reservation wage 
became an important research question 
having in mind the additionally introduced 
aspects that could affect it. Such aspects 
include unemployment duration, human 
capital and wealth depreciation over time and 
social/unemployment benefits. Additionally, 
further personal and household 
characteristics were constantly added to the 
search models given that wealth and 
household composition plays a role in these 
models (Burdett & Vishawanath, 1988). 
Apart from the neoclassical assumption that 
the labour markets function well and it is the 
personal characteristics of the individuals 
that affect the labour supply, recently, 
attention has been paid also to the segmented 
labour market. Two conventional segments 
are identified in the labour market: the 
primary, often referred to as good jobs with 
predominantly high salaries and other 
benefits; and the secondary, considered as the 
bad jobs or often referred to as the 
involuntary jobs with lower salaries, and 
especially in transition economies, in many 
cases insecure jobs and those in the informal 
sector of the economy (Dekker et al. 2002). 
The segmented labour market has not been 
extensively researched for transition 
countries due to the lack of the data. 
Nevertheless, it is likely that this approach, 
although less emphasized, is likely to be 
important in developing countries which are 
experiencing high unemployment rates. 
However, at present little is known of the 
informal labour market in Bangladesh and 
also to investigate the topic using the 
segmented labour market approach requires 
investigation from the earnings perspective, 
for which data is not readily available.  
In this context, an important aspect of the job 
market remains on whether the so called push 
factors or the immediate necessity is driving 
the individuals to join the labour market and 
find a job, or is it the pull factors, the good 
opportunities in the market that are attracting 
individuals to join the labour market. 
Furthermore, in the literature on the impact of 
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remittances on the labour market, models 
explicitly using search theory are absent, and 
in most of the cases, this is because of the 
lack of the data. Most of the remittances 
related studies conduct the research based on 
neoclassical theory leisure-work trade off and 
the conclusions of lower participation of 
remittance recipients on average are often 
drawn from the increase of reservation wage 
and leisure, although it is not clear the 
assumption of a smoothly functioning 
equilibrating market, which is the basis of 
this approach, is appropriate given the above 
discussion. 
2.1 LITERATURE REVIEW 
Despite the size of remittances to developing 
countries, the literature on the possible 
remittance effect on the labour force is not 
extensive, hence making this one of the less 
explored topics in the migration and 
remittances literature. Among the influential 
works in the topic of remittances and the 
labour market is that of Funkhouser (1992). 
In analysing the impact of remittances on the 
labour market in the capital city of Nicaragua, 
Funkhouser (1992) distinguishes between the 
effect on labour force participation and self-
employment in Nicaragua. Rodriguez and 
Tiongson (2001) investigated the effects of 
overseas migration on home country 
households for urban areas in the Philippines 
using 1991 family income and expenditure 
survey data. The model used in this paper is 
based on the neoclassical approach but with a 
greater focus on the influence of the family 
on the decision to work, with the 
consideration that the family is widely 
considered as a single decision-making unit. 
In this context, Rodriguez and Tiongson 
(2001) consider three influences on labour 
force participation: the opportunity cost of 
leisure, non-labour income and family 
preferences. Given the assumption that the 
family is a single decision making unit, the 
findings are in line with the literature 
suggesting that the labour force participation 
and hours worked of home country 
household members decreases in the 
presence of a migrant abroad. In particular, 
the presence of non-labour income, that is 
remittances, affects negatively labour force 
participation. This paper is more concerned 
with the distinction between hours of work 
and the labour force participation, although 
direct reference to the neoclassical model of 
the work-leisure trade-off is only briefly 
mentioned in the context of defining 
remittances as non-labour income. 
Remittances have often been compared and 
considered similar to the other forms of 
nonwage income. With the increase of 
application of various welfare programmes 
and transfers to unemployed individuals and 
females with dependent children, the issue of 
such transfers became a topic of interest for 
policy-makers in order to evaluate the effect 
of non-wage income the labour supply 
(Moffitt 2002). The findings in the literature 
reviewed by Moffitt (2002) with regard to the 
impact of welfare programs and labour 
supply, show that generally transfers 
decrease the labour supply (Mannan & 
Krueger 2004). Furthermore, Moffitt (2002) 
presents a summary of the findings of the 
Hoynes (1996) paper which found that 
guarantees reduces the labour supply for 
single mothers as does the aid to the families 
with dependent children. For food stamps, it 
is observed that they have small effect, but it 
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is still negative for married couples 
(Hangstrom 1996). Meyer and Rosenbaun 
(2001) similarly find that unemployment 
insurance reduces the employment 
probability for single mothers, while a 
decrease in taxes increases the probability of 
being employed. A similar review is also 
presented in Blundell and MaCurdy (1999) 
and they summarize that various authors have 
found a negative impact of non-wage income 
on labour force participation. 
3.1 RESEARCH METHODOLOGY 
3.1.1 Data 
The dataset which will be used to examine the 
impact of remittances on household 
expenditure behaviour was obtained from the 
Household Survey in Sylhet Division in 
Bangladesh. This dataset was compiled using 
the face-to-face method of interviews and 
was based on a random selection of 
households for the population of Bangladesh. 
The sample was stratified based on size of the 
regions, cities and villages. The interviews 
were conducted with 400 households in the 
country and given the sample selection 
procedure it is considered to be 
representative of the country. This dataset 
contains detailed information on households’ 
profile, such as size, housing status, 
education, employment, income, expenditure 
and head of household characteristics. 
Moreover, this questionnaire also contains 
detailed information regarding migration and 
remittances, such as the relationship of the 
household to the migrant, whether the 
household receives remittances or not and the 
amount of remittances, perceived reasons 
why migrant sends remittances, reasons for 
migration, frequency of visits by the migrant 
and a very detailed table which presents the 
share of remittances spent on the seven 
different categories discussed above. The 
data presented in this paper are not weighted 
given the stratification in the survey since the 
primary interest here is in investigating the 
variables affecting expenditure patterns. 
The data from this type of surveys, however, 
should be treated with caution having in mind 
the problems that may have occurred during 
the conducting of the survey. Such problems 
include the non-declaration of the households 
of information which they may consider 
sensitive. Such problems may arise as a result 
of fear of additional taxation, and hence this 
may lead to under-reporting for instance of 
income and remittances. However, it should 
be pointed out that there are no taxes applied 
in Bangladesh on remittances and the 
interviewers during the process described the 
interviewed as generally positive and 
cooperative with minor refusals to respond 
by a few interviewees. The problem that 
arises from this type of question is that the 
length of the period the question addresses is 
relatively short and many types of 
expenditures, especially those related to 
durable goods, may not happen in high 
frequency over the year. This reflects the low 
frequency of durable goods purchases by 
households and hence for questions of this 
nature a longer time-span may be more 
appropriate. 
3.1.2 The Model Specification 
Given the discussion in the theoretical in 
above, a generic model will be developed for 
Bangladesh in order to investigate the 
implication of remittances for labour force 
participation. In line with the literature, the 
 58 
 
Mannan, K.A., & Kazlov, V.V. (2005). The Impact of Remittances on Labour Force in Bangladesh: An Empirical Analysis of Labour 
Participation and Employment 
 
research question will be investigated 
separately for females and males. In addition 
to the female and male distinction, in the 
model that will be presented, we will also 
clearly define the probability of being active 
and the probability of being employed. This 
distinction has often not been treated 
carefully in the literature: those inactive are 
often simply treated as unemployed. This 
unclear use of terms in the literature results 
from the use of hours of work as a measure of 
labour force participation which could have 
conceptual implications. First, the use of 
hours of work either neglects those who are 
not in the labour market, or treats them in the 
same way with those who are in the labour 
market looking for a job. Simply put, in the 
zero hours used in the literature we may have 
two types of individuals, those who supply 
zero hours but are looking for a job and those 
who are supplying zero hours but not looking 
for a job. 
Before developing the model, several factors 
must be taken into account. These factors 
include the structure of the survey, which was 
designed with the aim obtaining household 
characteristics hence it targets the head of 
household. The structure of this survey 
makes it tempting to use the head of 
household as the unit of analysis for the 
dependent variable. In addition to the data 
problem, the social norms in Bangladesh may 
indicate that the head of household may not 
be the best choice (Mannan & Krueger 1998). 
This is because the social norms consider that 
the head of household is usually the oldest 
person, regardless of their labour market and 
economic status within the household. In 
addition to that, the use of household, or the 
unitary model, has been criticized from the 
theoretical point of view since the individual 
represents the decision maker rather than the 
entire household, given that the individual 
preferences cannot be represented in an 
aggregated model (Mannan & Kozlov 1999; 
Chiapporri 1992; Fortini & Lavroix 1997). 
Glewwe (1990) suggest that the potential 
highest earner could be used as the subject of 
analysis. The highest potential earner is 
defined as the person within the household 
with the highest educational level between 
the ages of 18 and older. However, there is a 
serious endogeneity issue with this approach 
given that within the family it can be regarded 
as a choice of who works and who continues 
education. Furthermore, through the data set, 
it is possible to define the dependent variable 
using each individual in the household. Using 
this approach, it may not be possible to 
estimate the model using some of the 
characteristics given that many of these are 
reported only for the head of the household 
and do not necessarily apply to the 
individual; however, it is more inclusive in 
terms of individuals. 
In evaluating the impact of remittances and 
other factors on the labour force 
participation, the data set allows us to 
investigate, using the neoclassical approach, 
the individuals’ decisions to participate in the 
labour force. This is because the data set 
contains information on the individual 
characteristics such as age, gender, education 
and employment for adult household 
members. The neoclassical model suggests 
that the labour force supply is dependent 
among others, on the labour income of other 
members of the household (Omh). However 
the neoclassical model has been extended 
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with various other household characteristics 
(Ohc), represented in equation (ii). The 
unobservable characteristics are included in 
the error term (ɛ). 
LFPfi=µ1+α2Omh+αnOhcn+εi ………(ii) 
In the equation (ii) represents the labour force 
participation. However there are two 
possibilities for the definition of the 
dependent variable. First, it represents the 
probability of being active in the labour 
market for the individual i, and second, it 
represents the probability of being employed 
for the individual i. This equation is 
estimated separately for females and for 
males as denoted by superscript (f). This 
separation in terms of gender is a general 
practice in the literature which is often 
believed to be as a result differing tastes but 
also as a consequence of gender 
discrimination in terms of employment 
opportunities and the wage rate. The earnings 
of other members (Omh), are not available in 
this dataset. Instead as a proxy for the other 
sources of income we have used the 
maximum years spent in education by 
another household member, as this is 
expected to reflect earnings capacity. Given 
that this schooling was achieved in the past, 
this variable is not considered to be 
endogenous. 
Other personal characteristics of the 
individual, such as age and its square term, 
are also included and discussed in the context 
of neoclassical model. Age is considered as 
an important aspect in the life-time budget 
constraint in terms of long-term utility 
maximization and consequently, an 
important determinant of participation given 
that it reflects in many cases the experience 
in the labour market (Mannan & Krueger 
2000). Becker (1964) and Mincer (1974) 
consider experience and on-the-job training 
as essential components of human capital, 
thus giving higher earning power to 
individuals. The view on the effect of age in 
studies in this area is similar to Mincer’s 
earning  function which suggest that the 
relationship between age and earnings is an 
inverted U-shape function, that is, increasing 
at a decreasing rate until it reaches a peak 
after which, earnings decrease (Mincer 
1974). In terms of participation, similar to the 
earning function, age is used as a proxy for 
experience. The theory suggests that the 
probability of participation increases at 
decreasing rate until it reaches a peak and 
then declines; as found by Pencavel (1987), 
the decreasing point was in mid-fifties. This 
variable is presented in equation (iii). 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+εi …(iii) 
Education (Ed) of the individual is included 
given its importance as an indicator of the 
chances of getting a job and as an indicator of 
earning power. Education is usually 
associated with higher earning power and 
returns, given that education comprises one 
of the most important attributes of the human 
capital; the effect is well-documented in 
empirical work (Becker, 1964; Mincer, 
1974). In this context, the more educated 
would have a higher opportunity cost of 
leisure; therefore, resulting in an increased 
likelihood of labour force participation 
(Mannan & Kozlov 2001). The education 
variable is expected to increase the labour 
force participation as a result of increased 
potential wage. 
 60 
 
Mannan, K.A., & Kazlov, V.V. (2005). The Impact of Remittances on Labour Force in Bangladesh: An Empirical Analysis of Labour 
Participation and Employment 
 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+ α5Edui 
+εi …………………(iv) 
According to Pencavel (1987) identifies a 
few studies that included price measures for 
different regions or cities. However, it is 
difficult to find the price differences across 
regions, especially for developing countries. 
Under the circumstances of no price 
information, Pencavel (1987) suggests that 
dummy variables for regions and cities are 
often used in order to take into account any 
variations including in terms of prices. A 
location variable is included as a set of 
dummy variables. These variables are 
represented by (Loc) which denotes location. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+ α5Edui 
+α6Loci +εi …………(v) 
In addition to the region or location 
differentiation, rural and urban variables are 
included. However, often these are done in 
order to distinguish the labour market 
differences and the availability of jobs, 
especially since urban areas are often 
associated with more variation in jobs. The 
variable denoting the location being 
rural/urban is interacted with whether rural 
households possess productive assets. This 
gives three types of household: rural with 
productive assets, rural without productive 
assets, with the base category being 
households from an urban area. These are 
denoted as RU in equation (vi). The inclusion 
of productive assets is important because the 
presence of assets such as land, tractors or 
livestock may contribute directly or 
indirectly to household income (Glewwe 
1990) but also goods and services which are 
not accounted for either income or non-
labour income. The current decision on 
investing in productive assets will be 
endogenous with the labour supply decision, 
but many of the productive assets owned by 
these households are likely to have been from 
past decisions, including some that may have 
been inherited (Mannanse & Krueger 2002). 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Eui+α6
Loci+α7RUi+εi …………………(vi) 
House ownership has been related with 
higher unemployment rates and lower 
participation rates at the macroeconomic 
level (Green & Hendershott 2001). This, 
however, has been justified by the individual 
motivations, since it is considered that home 
ownership, denoting whether the individual 
owns a house or not, decreases the labour 
mobility and results in fewer businesses 
created and greater commuting times. 
However, an alternative explanation, which 
may be more plausible for the case of 
Bangladesh, is that home ownership is 
actually an approximation of accumulated 
wealth. This is especially the case, given the 
relatively small distance between the cities 
and also the small size of Bangladesh’s 
territory, which makes the mobility and 
commuting time hypothesis less likely, 
especially for males. However, given that 
household production is emphasized for 
females in Bangladesh, with a low 
participation in labour market, it could be 
argued that mobility as well as asset 
accumulation may be more applicable to the 
female decision. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Eui+α6
Loci+α7RUi+α8Ohi+εi ………(vii) 
The number of the children below the age of 
5 (Ch_5) but also children between 6 and 18 
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in the household (Ch6_18) is also included 
given its theoretical implication for the 
labour force participation. The division of 
children into these groups is related to the 
need for care and school attendance of 
children. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Edui+α6
Loci+α7RUi+α8Ohi+α9Ch_5i+α10Ch6_18i+εi
………(viii) 
Similar to the presence of the children is the 
interpretation of the presence of seniors in the 
households that is household members 65 
years old and over. In some cases, it has been 
suggested that, especially for women, labour 
force participation may be affected by the 
presence of elderly household members 
given the need to care for them (Jaumotte 
2003). Such expectations are also associated 
with the social norms in developing 
countries, such as Bangladesh, where most of 
the household work, including the care of 
children and the elderly, is expected to be 
done by the females. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Edui+α6
Loci+α7RUi+α8Ohi+α9Ch_5i+α10Ch6_18i+ 
α11Oler_65i+εi……………(ix) 
An important aspect developed with regard to 
the labour force participation, both in terms 
of activity and employment, is the 
discouraged worker effect. In this model it is 
proposed that the discouraged worker effect 
is tested through the variable which takes into 
account the number of unemployed adults in 
that household (Adul_Unemp). Two 
opposing hypotheses exist in terms of the 
added or discouraged worker effect within 
the household. These hypotheses imply that 
when countries or regions face high 
unemployment rate it reflects on 
participation. The first, added worker effect 
suggests that the participation probability of 
other family members increases when the 
unemployment rate is high as an attempt to 
counter the liquidity constraints which may 
be as a result of risk of or loss of the job of 
the main breadwinner. Alternatively, the 
discouraged worker effect suggests that as a 
result of the high unemployment rate and 
consequently the low probability of finding a 
job, household members might be 
discouraged from searching for a job. This 
may be particularly important in the case of 
Bangladesh given the high unemployment 
and discouraged job-seekers, who because of 
the long-term unemployment rate, do not 
actively look for a job. However, in 
Bangladesh, regional information is not 
available, while it is also most likely that 
individuals build their expectations based on 
the family or a narrower group of people 
rather than the regional level. For this reason, 
we propose including the number of 
unemployed adults (Adul_Unemp) in the 
household as a variable aiming to test the 
added or discouraged worker effect. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Edui+α6
Loci+α7RUi+α8Ohi+α9Ch_5i+α10Ch6_18i+α1
1Oler_65i+α12Adul_Unemp_65i+εi……..(x) 
Non-wage income from the social and 
pension (Nwisp) assistance of government is 
represented in the model separately from the 
remittances (Nwisr). Although theoretically, 
remittances and other non-labour income 
should have the same effect, in terms of sign 
and magnitude, it might be more appropriate 
to test for the two with different variables. 
This is because in many cases, the non-labour 
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income is represented by government social 
assistance which is of permanent nature if an 
individual does not find a job, while 
remittances might be of temporary nature. 
The separate inclusion is also justifiable 
given that the focus of this paper is the 
implication of remittances on the labour 
market. In this context, remittances and other 
non-wage income may lead to a corner 
solution, with withdrawal from the labour 
market. In this situation the market would 
need to increase wage rates in order to induce 
the individual back into the labour market. 
Alternatively, if not a corner solution the 
additional income from remittances is likely 
to reduce the supply of hours of work. 
LFPfi=µ1+α2Omh+α3Agei+α4Agei2+α5Edui+α6
Loci+α7RUi+α8Ohi+α9Ch_5i+α10Ch6_18i+α1
1Oler_65i+α12Nwispi+α12Adul_Unemp_65i+
α12Nwisri+εi…………(xi) 
It must be noted that marital status of the 
individual, a variable that has been 
extensively included in the literature, is not 
included in our model. This would have been 
an important variable given its effects on 
male and female household members. For 
instance, it is suggested that married men are 
more likely to participate in the labour market 
compared to their non-married counterparts 
(Pencavel 1987; Jacobsen 1999). Mincer 
(1962) describes this as the presence of more 
options for time allocation for females. This 
is the case especially if young children are 
present, but also in many cases related to the 
social norms of different countries. Women 
may be more affected, especially in 
developing countries, given they are 
responsible for providing the majority of 
childcare services, which is also related to 
Becker’s home production hypothesis 
(Gangadharan et al. 1996; Becker, 1964). 
However, this variable could not be included 
in our model given that we are using every 
adult individual in the household, while the 
information on marital status is available 
only for the head of household. 
One of the issues in estimating the model 
presented in the previous section is the 
endogeneity problem with some of the 
variables. It may be argued that variables 
such as family size, composition, education 
and remittances are endogenous. This could 
be as a result of the so called old-age 
hypothesis which is particularly important for 
developing countries. This hypothesis 
suggests that parents are not sure if they can 
support themselves during old-age and as a 
result they rear children to ensure support 
(Willis, 1979). Remittances are often 
discussed to be endogenous to the presence 
of the migrant from the household. This is 
because, under the income risk 
diversification strategy of the household, it is 
often discussed that it is households’ decision 
to send a migrant abroad in order to receive 
remittances. This is also thought to be more 
likely for larger households, given their 
higher potential to send a migrant. Also, it is 
likely that poorer households send a migrant 
in order to receive remittances (Glewwe 
1990; Adams & Page 2003). 
The model presented in equation (xi) 
includes the variable of remittances and 
income per capita in the household from 
other family members. In the data set that we 
use, the questions that were asked do not 
cover any area that could provide a potential 
instrumental variable for remittances. The 
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relevant literature often uses the presence of 
money transfer agencies as an instrument for 
remittances; however, in the case of 
Bangladesh such data are not available for 
rural areas given that most of the money 
transfer agencies are located in bank 
branches across the country. At the same 
time, bank branches are only located in cities 
and towns, which does not represent the flow 
of remittances into rural areas. Consequently, 
the assumption of predetermination of 
migration is used, hence the effect of 
remittances is considered conditional on a 
previous decision of the household to send a 
member in migration, rather than a current 
decision.  
Total income in the household from other 
household members may be simultaneous 
with the labour force participation of a 
particular member as the decision can be 
viewed as part of the household’s choices. 
The reason why we consider the maximum 
years spent in education by a member as a 
valid proxy is that this variable is expected to 
be correlated with household income, given 
that it reflects the earnings capacity of the 
other household member. Given that the 
education levels of adult members of the 
family are from past, not current, decisions, 
the variable is not is not treated as 
endogenous. Indeed, many of the household 
characteristics such as assets, migration, size 
and similar although not exogenous, are 
predetermined on the past choices as a plan 
to maximize the household utility (Glewwe 
1990). Consequently, the estimation of the 
equation (xi) is conditioned on past decisions. 
4.1 EMPIRICAL FINDINGS 
As presented in Table 1.1, with regard to 
activity, about 39 percent are active in the 
labour market. The mean age level of females 
in this survey was 36.8 and half had 
completed secondary education. Only 7 
percent of females had completed university 
education. House ownership is an important 
characteristic of Bangladesh given that 93 
percent of individuals live in their own house. 
The average number of children below the 
age of 5 per household is 0.35 while average 
number between the ages 6 and 18 is one per 
household. The mean number of seniors is 
nearly 0.2 per household. One of the most 
interesting numbers in this data set is that the 
average number of unemployed adults per 
household is relatively high at 2.35. 
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Table 1.1: Descriptive Statistics for Female Individuals 
 Probability of being active Probability of being employed 
Mean Std. 
Dev. 
Mini-
mum 
Maxi-
mum 
Mean Std. 
Dev. 
Mini-
mum 
Maxi-
mum 
Active 0.39 0.42 0.00 1.0     
Employed Females     0.42 0.48 0.00 1.00 
Age 34.21 12.00 18.00 65.00 33.20 0.49 18.00 65.00 
Age2 1,170.32 144.00 324.00 4225 1,102 2401 324.00 4,225 
Secondary Education 0.62 0.49 0.00 1.00 0.62 0.76 0.00 1.00 
University Education 0.07 0.23 0.00 1.00 0.13 0.31 0.00 1.00 
Rural with Productive Assets 0.13 0.39 0.00 1.00 0.16 0.14 0.00 1.00 
Rural without Productive Assets 0.25 0.39 0.00 1.00 0.23 0.23 0.00 1.00 
House Ownership 0.93 0.42 0.00 1.00 0.85 0.89 0.00 1.00 
Children under age of 5 0.35 0.17 0.00 3.00 0.32 0.29 0.00 1.00 
Children under age of 6-18 0.29 0.55 0.00 5.00 0.98 0.98 0.00 3.00 
Older age above 65 0.26 1.05 0.00 4.00 0.26 0.23 0.00 5.00 
Unemployed Adults 2.35 0.45 0.00 7.00 2.12 0.21 0.00 4.00 
Social Income 4.23 1.43 0.00 234.00 3.25 12.19 0.00 7.00 
Remittances 8.80 45.13 0.00 24152 8.23 55.23 0.00 234.0 
Maximum Education of Second 
Household Member 
11.66 1.25 0.00 26.00 11.55 2.20 0.00 27.00 
These reported statistics do not change 
substantially for the females that are 
employed, hence, only substantial variations 
will be discussed. Employed females are on 
average around 2.4 years younger than the 
total sample. The major difference between 
the employment and activity data sets is that 
in the former 31 percent of females have 
completed university education. Males are 
active in the labour market at a considerably 
larger level than females, at around 78 
percent. In terms of age, there is no 
substantial difference from females. 
However, males have more education, given 
that of the total males between the age of 18 
and 64, 67 percent completed secondary 
education and 16 percent completed 
university education. However, the 
difference in terms of education between the 
total sample and those being active is not 
large as in the females’ data set. The other 
reported statistics, as presented in Table 1.2, 
are relatively consistent through the two 
measures of participation. 
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Table 1.2 Descriptive Statistics for Male Individuals 
 Probability of being active Probability of being employed 
Mean Std. 
Dev. 
Mini
-
mum 
Maxi-
mum 
Mean Std. 
Dev. 
Mini-
mum 
Maxi-
mum 
Active 0.79 0.47 0.00 1.0     
Employed Females     0.52 0.43 0.00 1.00 
Age 36.25 13.00 18.00 65.00 32.20 11.40 18.00 65.00 
Age2 1,314.
06 
169.0
0 
324.0
0 
4225 1,036 129.9 324.00 4,225 
Secondary Education 0.67 0.59 0.00 1.00 0.52 0.66 0.00 1.00 
University Education 0.16 0.13 0.00 1.00 0.23 0.21 0.00 1.00 
Rural with Productive Assets 0.25 0.49 0.00 1.00 0.26 0.24 0.00 1.00 
Rural without Productive Assets 0.35 0.49 0.00 1.00 0.33 0.13 0.00 1.00 
House Ownership 0.83 0.32 0.00 1.00 0.75 0.79 0.00 1.00 
Children under age of 5 0.25 0.27 0.00 3.00 0.22 0.29 0.00 1.00 
Children under age of 6-18 0.39 0.45 0.00 5.00 0.96 0.96 0.00 2.00 
Older age above 65 0.16 1.06 0.00 5.00 0.16 0.13 0.00 4.00 
Unemployed Adults 2.45 0.35 0.00 9.00 2.22 0.31 0.00 5.00 
Social Income 5.33 2.33 0.00 334.00 3.15 13.29 0.00 6.00 
Remittances 9.87 49.23 0.00 25152 10.13 56.20 0.00 237.0 
Maximum Education of Second 
Household Member 
12.56 2.35 0.00 24.00 12.45 2.30 0.00 26.00 
It must be noted that data on activity and 
employment are not comparable with the 
national labour market data given the very 
strict definition of labour force activity in the 
labour force surveys. For instance, the 
question in the survey used here does not 
specify the period length of job-search 
activity in order to classify according to the 
labour force survey standards.  
This section presents the findings of the 
model on the determinants of labour force 
participation and determinants of 
employment. The results are presented for 
males and females in the household 
separately. The different specifications in 
terms of dependent variable and in terms of 
gender are based on theoretical and empirical 
considerations as discussed in above. The 
initial model developed included non-labour 
income such as social assistance and pension 
income and remittances and additionally 
accounts for the income of other household 
members. 
The full results of the estimation of the model 
using probit is presented in Table 1.3 the 
average marginal effects as opposed to the 
marginal effects at mean. The former takes 
the values of the variables for each 
observation in the sample and gives the 
marginal effect averaged across the 
observations in the sample. The latter takes 
the average of each individual variable in 
calculating the overall marginal effect. The 
choice of presenting average marginal effects 
rather than marginal effects at the mean for 
the model given in equation (xi) is because it 
contains variables which are mathematical 
transformations of another variable and the 
presence of dummy variables. 
As, Bartus (2005) identifies that the literature 
is generally inconclusive as to which 
marginal effects are preferred. Marginal 
effects at mean have often been presented in 
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the literature as the calculations of these have 
been more readily available through 
econometric programmes. However, 
recently, in STATA with the development of 
the margins command, average marginal 
effects is almost as easily obtainable as 
marginal effects at mean. Long (1997) and 
Greene (2003) suggest that the main reason 
why average marginal effects are preferred 
against marginal effects at mean is in the 
specific values set to the variables with 
marginal effects at mean, the usual being 
means, which for dummy variables often 
represents non-existent observations. The 
standard marginal effects at mean s reported 
in STATA for a dummy variable consider the 
change for 0 to 1 for that variable, but in 
doing that all other variables, including other 
dummy variables, are put at their mean value.  
In the models that we have estimated, there 
are nine dummy variables and, for example, 
in the calculation of the marginal effects at 
mean of household members over 65, the 
variable secondary education is given its 
mean value, of 0.52, in the probability of 
being active for females, when the variable 
can only in practice take the value 0 or 1. 
Thus the marginal effects at mean is not the 
marginal effect of any possible observation, 
Although the software does allow for 
imposing particular values in calculation a 
marginal effects at mean, it is unclear what 
particular values to impose to give a 
representative estimation, given the large 
range of possibilities when multiple dummy 
variables are involved. Although often the 
literature considers marginal effects at mean 
s as generally a good approximation of 
average marginal effects, Bartus (2005) 
suggests that the dummy variable problem is 
more fundamental when the regression model 
contains more dummies which indicate 
different categories of a single dummy 
variable.  
In model specified in above, there are four 
sets of dummy variables, three of which have 
more than two categories; hence using 
marginal effects at mean is problematic from 
this viewpoint since the standard marginal 
effects at mean command in STATA, mfx, 
takes the mean of each variable separately, 
not recognizing that these are alternatives. 
The issue with non-linear functions is also 
that the values taken for an observation are 
not independent, but this is not recognised in 
the standard calculation of marginal effects at 
mean. In the estimation here, given the age of 
a person, age squared is given. The standard 
marginal effects at mean, by using the mean 
values of each variable separately, does not 
use the square of the value of the single term 
in the calculation. The average marginal 
effects, by taking the values by each 
individual observation does. Given the 
potential complications presented and the 
preference of average marginal effects over 
marginal effects at mean by Greene (2003) 
and Long (1997), in estimating model 
specified in above, we will use the average 
marginal effects. The results of the average 
marginal effects are presented in Table 1.3. 
The results are presented for females and 
males separately while the dependent 
variables represent the probability of being 
active and probability of being employed. 
The interpretation is on average throughout 
this section. 
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Table 1.3 Average Marginal Effects for Labour Force Participant and Employment 
Determinants       
 Male Female 
 Probability 
Active 
Probability 
Employed 
Probability 
Active 
Probability 
Employed 
Age 0.008 0.012 -0.000 0.007 
 (0.000) (0.000) (0.362) (0.000) 
Education Level     
 Secondary 0.107 0.076 0.236 0.148 
  (0.000) (0.000) (0.000) (0.000) 
 University 0.212 0.132 0.512 0.331 
  (0.000) (0.000) (0.000) (0.000) 
Urban Households Base     
 Rural Household with Productive Assets 0.051 0.032 -0.075 -0.024 
  (0.000) (0.001) (0.000) (0.123) 
 Rural Household without Productive Assets 0.007 -0.026 -0.005 -0.113 
  (0.324) (0.016) (0.732) (0.000) 
 House Ownership 0.027 0.123 -0.005 0.087 
  (0.247) (0.000) (0.732) (0.002) 
 Children under 5 0.017 0.012 -0.031 -0.313 
  (0.022) (0.121) (0.032) (0.002) 
 Children from 6-18 -0.015 -0.007 0.002 -0.032 
  (0.000) (0.166) (0.746) (0.000) 
 Older age -0.018 -0.002 -0.011 0.002 
  (0.000) (0.821) (0.000) (0.830) 
 Unemployed Adults -0.033 -0.085 -0.007 -0.138 
  (0.006) (0.000) (0.318) (0.000) 
 Social Income per capita -0.000 0.002 -0.023 -0.001 
  (0.000) (0.000) (0.000) (0.052) 
 Remittances per capita 0.000 0.000 -0.000 -0.000 
  0.620 (0.315) (0.726) (0.544) 
 Maximum Education apart from observation -0.007 0.012 -0.007 0.001 
  (0.000) (0.000) (0.000) (0.614) 
The interpretation will be variable by 
variable, across the four different 
specifications. As the main aim of this paper 
was to identify the impact of remittances we 
will begin by interpreting its results, followed 
by the impact of other non-labour income on 
the labour supply. 
Monthly remittances per capita do not have a 
statistically significant effect in any 
specification. Such results may be due to the 
possible temporary nature of the remittances 
flows, which suggests that households do not 
make decisions on the labour supply on 
temporary sources of non-labour income. 
Few studies are found often in the literature 
(Lucas & Stark 1985; Funkhouser 1995) and 
they have also been found that the relatively 
young population in Bangladesh could also 
be a factor which makes the impact of 
remittances absent on the labour supply, 
given that it is important to build labour 
market experience, regardless of income 
levels. However, we have further 
investigated the robustness of these results 
with other specifications, but these additional 
estimations provided results in line with this 
interpretation. 
The non-labour income variables, that is the 
monthly pension and social income and 
remittances per capita, were treated 
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separately due to the nature of these two 
variables. It may be argued that social income 
is of permanent nature and there is no risk 
that households would lose this source of 
income, while for the remittances, it is often 
argued that it is a temporary source of 
income. Results suggest that social income is 
statistically significant in decreasing the 
probability of being active for males and 
decreasing the probability of both males and 
females of being employed. An increase 
social income per capita decreases the 
probability for male individuals of being 
active by 1.1 percentage points and by 2 
percentage points of being employed.  
The effect of education, as one of the main 
characteristics of human capital, is in line 
with expectations, suggesting that higher 
educated individuals are more likely to be 
active and employed, compared to those with 
preliminary education, which is the 
benchmark category. The estimates are 
highly significant across all specifications. 
Male individuals with secondary education 
are 11.5 percentage points more likely to be 
active in the labour market compared to the 
counterparts with preliminary education. 
However, the effect of secondary education 
is lower in terms of increasing the average 
probability of becoming employed, with an 
increase of 5.7 percentage points. Regarding 
university education the effect, as expected, 
is larger compared with other levels of 
education. In the specification for males, the 
university education increases the probability 
of being active by 16.8 percentage points 
when compared to the base category of males 
with preliminary education.  
Furthermore, university education increases 
the probability of becoming employed by 
14.1 percentage points, compared to the base 
category of preliminary educated males. 
Education is estimated to have considerably 
higher effects for females than for males. The 
effect of secondary education on females 
suggests that those with secondary level 
education have 25.2 percentage points higher 
probability than preliminary educated 
females in being active. The probability of 
female individuals to become employed 
increases by 14.6 percentage points if they 
completed secondary education. University 
education increases substantially the 
probability of being active for females by 54 
percentage points. Similarly, the effect of 
university education on the probability to 
become employed for females is much higher 
compared to males given that it increases the 
probability by 43.6 percentage points. 
In terms of being active, the estimates 
suggest differences between households in 
rural and urban areas depend on the presence 
of productive assets. The results suggest that 
male individuals who possess productive 
assets in rural areas have a 4.4 percentage 
point higher probability of being active and a 
3.6 percentage point higher probability of 
being employed compared to those in urban 
areas. Females on the other hand are 7.9 
percentage points less likely to be active 
when the rural households possess productive 
assets. This may be as a result of household 
work conducted by females given that the 
productive assets in the questionnaire 
represent the possession of land, tractors, 
cows and other livestock in the household. 
Moreover, males from rural households 
without productive assets have a 3.5 
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percentage points lower probability of being 
employed compared to urban individuals. 
There is no significant difference in the 
probability of being active between urban 
and rural without productive assets between 
males and females. However, in terms of 
being employed, female individuals from 
rural areas without productive assets are less 
likely to be employed by 11.6 percentage 
points compared to their counterparts in 
urban areas. This may indicate the lack of 
jobs in rural areas. 
Regarding house ownership, it is statistically 
insignificant for the probability of being 
active for male households but significant in 
terms of being employed with an increase of 
12.4 percentage points. For females, the 
effect is negative in terms of being active, but 
similar to males, positive in terms of being 
employed. Given that Bangladesh is 
relatively small country, home ownership 
does not necessarily decrease labour mobility 
in the country and the commuting times are 
relatively short. Consequently the house 
ownership might be viewed as an economic 
asset which affects the decision to be inactive 
for females, but for those who participate, the 
estimate suggests an increases the probability 
of being employed by 6.2 percentage points. 
The presence of children under the age of 5 is 
statistically insignificant for male 
employment and female activity. However, 
for females the probability of being 
employed decreases by 5.2 percentage points 
when the number of children under the age of 
5 increases. Regarding males, it is significant 
towards being active, suggesting that as the 
number of children increases, the probability 
of becoming active increases by 1.9 
percentage points. The presence of children 
from 6 to 18 has a negative effect for both 
males and females on the probabilities; 
however, the effect is very low for males 
given that it decreases the probability of 
being active by 2.2 percentage points and the 
effect on being employed is statistically 
insignificant. For females the result is 
significant and slightly higher suggesting that 
as the number of children from 6 to 18 
increases, the probability of being active 
decreases by 1.9 percentage points and of 
being employed decreases by 5.8 percentage 
points. The number of the age 65 and over in 
the household is statistically insignificant 
with the exception of being active by males, 
who have a lower probability by 1.9 
percentage points. This result may be as a 
consequence of some unobservable 
characteristic of households such as the local 
customs that the elderly parents live with the 
youngest son. Under these circumstances, 
there may be unobserved transfers from other 
relatives to this particular household, hence 
decreasing the probability of the individual 
participating in the labour market. 
Another finding is that as the number of 
unemployed adults in the household 
increases, the probability of individuals being 
active and employed decreases for both 
males and females. The probability of being 
active in the labour market for both males and 
females decreases by 4.1 percentage points. 
In terms of the probability of being 
employed, the results differ slightly between 
males and females, with the reduction for 
males being a little lower, at 8.2 percentage 
points, compared to females at 11.4 
percentage points. These findings are 
consistent with the view that members of 
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households with a higher number of 
unemployed are discouraged, as their 
perception that the probability of finding a 
job is low is increased. It appears that the 
discouraged worker effect is pronounced 
when the unemployment data are viewed at 
household level. In Bangladesh there is a lack 
of regional statistics on unemployment, 
which may support why this is the case.  
Given that we did not have individual income 
of other household members separately but 
only total household income, we used the 
maximum years of education of the other 
household members as a proxy for other 
members’ income. The results are somewhat 
mixed when the theoretical expectation is 
considered. This is because, in terms of being 
active, the results are in line with what is 
expected and suggest that as other members’ 
income increases the probability of the 
member under investigation being active 
decreases, for both males and females, 
although the effects are relatively small. 
However, for employment probability the 
results suggest that as income of the other 
members increases the probability of being 
employed for males increases as well, while 
for females it is statistically insignificant. The 
social norms that exist in the country, where 
males are traditionally considered those who 
work for the entire household as the 
breadwinners could explain the lack of effect 
with an increase in income from other 
members, though not a positive effect. 
Given that remittances are the variable of the 
interest for this paper, other specifications 
have been undertaken to see if the effects 
changes under other circumstances. Their 
significance changes when remittances are 
specified in absolute value but the effect is 
extremely small. Defining the remittances 
variable as the absolute value in the 
household rather than remittances per capita 
gives an estimate that is statistically 
significant and increases the probability for 
males to be active by 0.4 percentage points 
and on becoming employed by one 
percentage point if remittances increase, a 
result contrary to prior expectations. 
However, whilst significant, this effect is not 
of a size to be regarded as economically 
important in the Bangladesh context in this 
period. On the specifications for females, the 
results are statistically insignificant. 
5.1 CONCLUSION 
In this paper, the neoclassical model of 
labour supply has been used to investigate the 
labour force participation and the probability 
of being employed for the case of 
Bangladesh. To our knowledge, this 
represents one of the first detailed studies of 
labour force participation for Bangladesh and 
one of the few that exist for transition 
countries. Given that the working hours have 
not been available, we used these two 
definitions, where the second one, might 
have to some extent give an indication of the 
reservation wage. Furthermore, the use of 
alternatives to the working hours avoids the 
issue of whether, when the working hours 
when at zero, this reflects inactivity or those 
actively looking for a job. The models have 
been estimated using Probit estimation 
method, separately for males and females. 
The findings suggest that remittances, as an 
important source of non-labour income, do 
not affect the labour force participation in any 
of the originally specified models. This might 
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reflect the perceptions of the home country 
household members that remittances are of a 
temporary nature, with the risk of not being a 
permanent flow of income. In the robustness 
check, an unexpected positive effect was 
found for males, but the size of this effect was 
very small. Permanent non-labour income 
measured by the pension and social income 
suggests that the results are in line with the 
theoretical framework of labour-leisure 
model. This variable indicates that as non-
labour income increases the probability of 
being active decreases for males, while for 
females it is statistically insignificant. In 
terms of probability of being employed, the 
results are negative for both males and 
females though the effect is small. 
Apart from the two variables of interest, the 
other variables mostly strongly support the 
theoretical expectations. Among the most 
important are the education variables which 
are highly significant and positive with 
regard to probability of being active and 
employed. The effect of this variable is much 
stronger for females. Regarding the 
individuals who own a house, results are 
positive in terms of employment for males 
and females. However, this may to reflect 
more on the wealth of the household rather 
than the often postulated labour immobility 
of home owners. One of the main findings of 
this paper is that as the number of 
unemployed adults increases this decreases 
both the probability of being active and 
employed for males and females. This result 
could be interpreted as the discouraged 
worker effect. 
Conclusively, the findings of this paper are 
largely in line with the theoretical framework 
and the literature with the exception of the 
remittances flow. Further research may be 
required to investigate the impact of 
remittances. For Bangladesh, in such future 
research it may not be as important to 
investigate this from the viewpoint of hours 
of work as much as to have individual data 
with detailed income from both labour and 
non-labour sources. 
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